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I. 


Key Economic Indicators - Qatar 


All values in millions of U.S. dollars unless otherwise stated. Although the 
Qatar Riyal (QR) is classified as a floating currency, the exchange rate against the 
U.S. dollar as set by the Government of Qatar on June 14, 1980, is $1.00-QR3.64 


% Change 
1976 1977 1978 1979 1978/1979 


Total Imports from the U.S. 78.7 32242 121.2 138.3 +14 
1. Balance of Trade 1417.4 884.6 1232.0 2505.4 +103 
Oil Exports, F.O.B. 2110.0 2101.7 2348.3 3760.8 +56 


Other Exports and 
Reexports 72.4 36. 93. 198.1 


Imports 765.0 ; 1453.5 


Services and Private 
Transfers -350.4 ; x -537.5 


Current Account 
Balance 1057.0 ; : n/a 


Capital and Official 
Transfers -504.6 ‘ j n/a 


Overall balance of 
Payments 562.4 - 54. ‘ 742 


Government Budget (Excluding Defense) 
1. Budgeted Revenues 2050 2248 
Actual Revenue 2232 2108 
Budgeted Expenditures 1447 1892 
Actual Expenditures 1452 1892 
Monetary Survey 
1. Money Supply 403.7 538. 612. 673.3 
Demand Deposits 299.9 408. 460. 480.1 


Currency in 
Circulation 103.8 129. 152.5 193.2 


Interest Rates (Percent) 


Loan Rates (As reported by banks, loan rates fluctuated from 6%-9%%. 
Maximum set by GOQ regulations) 





% Change 
1976 1977 1978 1979 1978/1979 


Monetary Survey (cont. ) 


Time Deposits (As reported by banks, deposit rates fluctuated from 
4-64% depending on market. Maximum set by GOQ regulation) 


Saving Deposits 4 4 4 4 0 
3. Estimated Inflation Rates 21 23 15 18 
Industrial Sector 


1. Crude Oil Production 
(million barrels) 182 178.5 185.5 


Associated Gas Production 
(million cubic feet) 155. " 183.2 235.5 


Desalinated Water 
(million gallons) 3559 5170 6952 


Electric Power 
(million khw) 801 1350 1987 


Electric Peak Demand 
(megawatts) 180 332 425 


Steel Production 
(thousand metric tons’ -- 379 


Steel exports 
(thousand metric tons) -- ‘ 349 


Fertilizer Exports 
(thousand metric tons) 287.4 471 


Urea 240.1 394 
Ammonia 47.3 ‘ 77 


Cement 
(thousand metric tons) 380.3 


Production 171.5 


Imports 208.8 





% Change 
Miscellaneous Statistics 1976 1977 1978 1979 1978/1979 


1. Freight Unloaded 
(thousand metric tons) 1470 1632 1630 1690 +4 


2. Number of Ships 593 679 675 713 +6 


3. Number of Motor 
Vehicles Imported 14081 16244 11546 12370 +7 


4. Number of Construction 
Permits-Doha 2500 2170 858 937 





Economic Development 


A. Overview 


0il has accounted for the recent spectacular growth of the economy of Qatar. 
The country began its gradual development into a modern state in 1949 when 
the first cargo of crude was exported, and continued at this pace into 

the early 1970s. In 1974, oil revenues rocketed to almost $2 billion, a 
500 percent increase over 1973 earnings. This sudden influx of wealth 
spurred a spending spree. Qatar's income from oil is still increasing, 
often at a rate higher than the economy can absorb. Oil income in 1978 was 
approximately $2.4 billion. In 1979 there was another round of price 
increases. These increases, together with a 5 percent production 
increase and sales on the spot market, combined to give the Qatari government 
between $3.8 and $5 billion in oil-derived income in 1979. 


The sudden increase in government revenues in 1974 enabled Qatar to 
rapidly plan and develop a modern infrastructure. The local economy had 
difficulty in adjusting to the abrupt increase in government spending and 
general construction activity. The results were high rates of inflation, 
severe port delays, and shortages of basic necessities such as housing. 
The government is the largest consumer in the country and can alleviate 
many of these problems by limiting its spending. In late 1977, the 
government realized that it must act to remove the causes of inflation 
that was running in excess of 20 percent. Projects were rescheduled or 
cancelled and payments for completed works were delayed. The sharp 
decreases in building permits and the rate of inflation between 1977 

and 1978 gives testimony to the effectiveness of the government's policy. 
Many local firms were caught unprepared and they failed as construction 
activity shrunk. 


The government continued this policy of fiscal restraint throughout 1979, 
even though there was a large increase in government revenues. Business- 
men report that business activity increased slightly towards the end of 
1979 and the first half of 1980. The government remains concerned about 
a resurgence of uncontrolled inflation. 


Starting in 1969, when construction began on a fertilizer plant, Qatar 
has pursued an ambitious industrialization scheme. Not surprisingly, 
virtually all industrial projects rely on Qatar's petroleum reserves for 
either fuel or feedstock. The total capital cost of these industrial 
projects will exceed $4 billion. For the execution of these projects, 
the government has formed joint venture companies with foreign partners. 
The foreign companies acquire minority participation--- generally 30 
percent or less -- in return for technical, managerial, and marketing 
expertise. This arrangement has been employed for the petrochemical, 
fertilizer, and steel projects. Similar arrangements can be expected 
for future projects. 





Various government officials have stated that they will move with caution 
in developing the multibillion-dollar project to utilize the Northwest 

Dome nonassociated offshore gas field. Various proposals have already been 
made by foreign governments and companies. The project will include off- 
shore distribution facilities, pipelines from offshore to the mainland and 
then to Umm Said, LNG installations, and associated industries. Some experts 
also envision a new industrial zone near Ras Laffan. This gas is Qatar's 
future. There are sufficient reserves for development for both internal 
needs and export purposes. However, it is expected that the government 
will not allow another construction boom to occur. Development of these 
gas-related projects will be well planned and coordinated. 


Qatarization of the government and industrial plants is also expected to 
continue. The government is actively pursuing its goal of placing Qataris 
in all responsible positions. Over 500 Qatari students are studying in the 
United States; others are training in the Middle East and Europe. Qatar 
University has also expanded. These students will have a positive role in 
the future economic development of the country. The government requires 
each industry and joint venture to submit detailed projects of its 
Qatarization plans. Also, many expatriates are being replaced within the 
government. This does not mean that Qatar will soon lose its dependence 
on expatriate workers. The Embassy estimates that Qataris compose one 
quarter of the total 1979 population of 230,000. Foreign workers are 
indispensable. The development of the Northwest Dome will make it more 
necessary than ever for Qatar to continue to import large numbers of 
skilled and unskilled workers. 


B. Industry 


As in neighboring Gulf countries, the petroleum industry is the mainstay of 
economic growth. Total control over oil production and marketing was 
acquired by the government in 1976 and early 1977, and the Qatar Petroleum 
Authority was formed to regulate production in onshore and offshore opera- 
tions. The Qatar General Corporation (QGPC) was established in 1974 to 
control marketing and has become an umbrella organization for government 
joint ventures (QAFCO, QASCO, QAPCO, QGC), the National Oil Distribution 
Company (NODCO), and the two Qatar Petroleum Producing Authorities (QPPA 
onshore, QPPA offshore). QGPC also manages Qatar's share in the various 
OAPEC-owned companies. The government is expected to strengthen and 
reorganize QGPC in the 1980s to increase its capital, streamline operations, 
and place greater QGPC control over its subsidiaries and departments. 


The National 0il Distribution Company (NODCO) operates a refinery 
(original capacity 6,000 barrels/day, later expanded to 11,500 barrels/day 
by in-plant modification) to produce gasoline, diesel, aviation fuel, and 
kerosene. This refinery was adequate for Qatar's needs when it was 
completed in 1974, but refined products must now be imported. Plans to 
expand the refinery by 500,000 barrels/day have been delayed. It is 
hoped that this contract will be awarded in late 1980. 





QGPC also has built two new NGL plants. The original NGL plant 
completed in 1974 to utilize onshore associated gas was destroyed 
by fire in April 1977. QGPC has rebuilt this plant and has also 
built a second NGL facility. NGL-2 will use offshore associated 
gas as feedstock. The two new NGL plants are expected to come 
onstream in early 1981. 


Qatar Fertilizer Company (QAFCO) was formed in 1969 to use 
associated onshore gas as feedstock to produce ammonia and urea. 
Present shareholders in this joint venture include QGPC (70 per- 
cent), Norsk Hydro A/S (25 percent), Davy Power Gas Corporation 
Ltd. (three percent), and Hambros Bank Ltd. (two percent). QAFCO 
has been in operation since 1973. An expansion program doubled 

its original capacity, and its daily production is now 1,800 tons 
of ammonia. Approximately 1,200 tons of this is used to make 2,000 
tons of prilled urea. Almost all of QAFCO's production is exported. 
Major markets are in South Asia. 


In 1974 the large increase in oil revenues enabled the government 
to increase the scope of Qatar's industrial development program. 
The following three joint ventures were established in 1974: 


Qatar Petrochemical Company (QAPCO) is a joint venture between QGPC 
(84 percent) and Cd.F. Chemie (16 percent). A 280,000 ton/year 


ethylene plant and 140,000 ton/year low density polyethylene plant 
are under construction. They are scheduled to come onstream in 
1980-81. QAPCO also plans to build a high density polyethylene 
plant. All of its plants are located in Umm Said. 


Qatar Steel Company, Ltd. (QASCO) is a joint venture between QGPC 
(70 percent), Kobe Steel, Ltd. (20 percent), and Tokyo Boeki, Ltd. 
(10 percent). It has built a direct reduction plant using electric 
arc furnaces, a continuous caster, and a rolling mill to make steel 


reinforcing rods. QASCO's production capacity is 400,000 metric 
tons per year. More than 85 percent of its production is exported. 


Qatar Gas Company (QGC) is a joint venture between the Government 
of Qatar (70 percent) and Shell (30 percent). QGC markets gas 
products within Qatar. 


Qatar has also built a plant for making Portland cement at Umm Bab. 
Although recent expansions have raised the theoretical production 
capacity to 1,600 tons/day, actual production is much lower. 

Qatar must still import cement. 


The private sector has played a limited role in industrial develop- 
ment. The government plans in the near future to place more 
emphasis on light and medium industries financed by the private 
sector. An industrial law geared towards offering investment 
incentives is under consideration. Various factories, including 
aluminum extrusion plants and a flour mill, are already in 
operation or being constructed. Many of the new industries will 

be located in the industrial area on the Salwa Road about 20 
kilometers from downtown Doha. Joint ventures with foreign firms 
are encouraged. 





C. Infrastructure 


Qatar's economic growth in the 1970s resulted in an influx of foreign 
workers and businessmen. Qataris were not well-prepared to compete in a 
technical economy for historical reasons. The government, therefore, has 
been forced to rely on foreign experts in all of its departments, and 
private business has depended on foreigners for both skilled and unskilled 
labor, especially in the oil fields. However, as more Qataris obtain 
university degrees, they are replacing expatriate experts. Although 

Qatar will never become completely independent of foreign workers, the 
government will continue to push Qataris into positions of authority. 


Port facilities are adquate. There are no port delays. General cargo 
normally enters through the nine-berth port at Doha. Bulk shipments are 
handled at Umm Said. Increasingly large numbers of containers enter by 
truck from the Dubai container port in the United Arab Emirates. Qatar 
has an excellent highway system that connects all parts of the peninsula. 


Although power generating capacity is now sufficient, the government has 
plans to expand the electrical system to meet projected needs in 1982 and 
beyond. There were no electrical shortages in 1979 or early 1980. Since 
electricity is free for Qataris and heavily subsidized for non-Qataris, 
peak demand has been increasing at an astonishing rate. Department of 
Electricity experts have predicted that there will be an energy crunch in 
the mid 1980s if its construction of new generating facilities is delayed. 
There is a current surplus of desalinated water. A major project to 
extend water mains to most of the districts of Doha began in late 1978 and 
will be completed in early 1980s. 


Housing is still very expensive, but adequate quarters are available. This 
was not true a few years ago. In the period from 1974 to 1978, there was 

a critical housing shortage among imported workers. The slowdown in 
general economic activity and the construction of large numbers of pre- 
fabricated housing have relieved much of the pressure. Rents in Doha 
declined slightly in 1979. Landlords still resist the lower prices, but 
the housing market has definitely changed. Certain areas, such as Umm 
Said and Khor, still have problems, but the government has plans to 

provide improved services and markets to make sites outside Doha more 
livable. 


Other infrastructure projects are also receiving attention. The 640-bed 
Hamad General Hospital is nearing completion. It should accept patients 

in 1981. There is also a project to expand general medical services with 

20 new clinics. The government has begun construction of a university 
campus and plans to increase the number of schools. Other intended projects 
include improving the airport terminals, expanding television and radio 
broadcasting facilities, building a sewer system in Doha, and completing 
the proposed Hotel/Convention Center. 





D. SERVICES 


BANKING 


The Qatar Monetary Agency (QMA) was established in 1973 to serve as Qatar's 
central bank. The QMA has responsibility for issuance and redemption of 
currency, protection of the value of the riyal, and regulation of the 
commercial banking system. Lack of sufficient staff, however, has 
prevented the QMA from fully exercising its powers. There are 13 
commercial banks currently operating in Qatar. Citibank is the only 
American bank. Local banks include the Qatar National Bank (depository 
for most government accounts), the Commercial Bank (depository for most 
government accounts), the Commercial Bank of Qatar (managed by seconded 
Chase Manhattan officers), and the Doha Bank. 


Qatar has no foreign exchange restrictions, and the banking law permits 

all usual commercial banking operations. An interbank agreement regulates 
interest rates on bank deposits in Qatari riyals. Qatar, Bahrain, and the 
United Arab Emirates signed a currency agreement in September 1976 that 

made the three countries' currencies legal tender in each other's territories. 
This agreement was suspended in early 1979 when Qatar unilaterally revalued 
its currency. Revaluations are normally small and infrequent. In the 

first half of 1980, the Qatar riyal was revalued by a total of 1.75 percent 
vis-a-vis the U.S. dollar. 


HOTELS 


The shortage of hotel rooms in the Gulf States is past history. The 
situation in Qatar is typical. Recent additions to the Gulf and Oasis 
Hotels and the new 256-room Ramada Hotel have eliminated the problems of 
finding accomodations. The government also plans to complete a 400-room 
hotel/convention center in 1981. This complex is expected to be managed 
by the Sheraton Hotel Group. 


COMMUNICATIONS 


Gulf Air, jointly owned by Bahrain, Oman, the United Arab Emirates, and 
Qatar, and other international lines provide regular service to the Middle 
East, Europe, and Asia. Qatar has excellent external telephone, telex, 
and cable facilities, and an earth satellite station was completed in 
March 1976. Automatic telephone dialing is available to most parts of 
Europe, the Middle East, and the United States. 


E. LABOR 


The Qatari economy requires foreign labor and skills due to the absence of 
a technically or administratively trained local population. Unemployment is 
nonexistent in Qatar. The country is heavily reliant on labor supplied 
principally by Arab states and countries such as India, Pakistan, Iran, 

and Bangladesh. The Ministry of Education provides scholarships for all 
qualified Qatari students who wish to attend universities abroad. A 
Regional Training Center, located in Doha, is operated with assistance 

from the International Labor Organization. This center provides vocation- 
al traning for Qataris and nationals of the other Gulf States. Although 
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the government would like to see Qatari nationals in all management 
positions, manpower requirements will probably exceed the supply of local 
workers and managers, and Qatar will be forced to continue to rely on 
foreign workers in the future. 


The need for imported labor and the expansion of economic activity have 
increased wage levels by an estimated 30-50 percent per year since 1973. 
Unskilled construction workers in the private sector receive $20-$25 per 
day, and trained clerical staff are now getting starting salaries of 
$600 per month. 


With the exception . of the operating 0il companies, which have loosely 
structured employees organizations, there is no organized labor movement 
in Qatar. Strikes are prohibited. 


F. TRANSPORTATION 


Doha is served by air through Doha International Airport, by sea through 
ports at Doha and Umm Said, and by overland truck routes from Europe 
through Saudi Arabia. The airport is cable of handling any shipments of 
air freight which can be accommodated by modern wide-bodied jets. Qatar's 
two ports are equipped to handle LASH, RO-RO, SEA-BEE and contained 
vessels, as well as general cargo vessels. Sea shipments up to 160 tons 
(single units) have been offloaded at Umm Said port. Qatar National 
Navigation Company and its subcentractors, Mammoth Gulf Corporation, 

have a government monopoly on movement of arriving shipments. The two 
companies are able to handle unit shipments of up to 2,500 tons and 

can move shipments up to this size directly to job sites. Goods can 

be brought into Qatar by road from Europe through Saudi Arabia. The road 
link from the United A ab Emirates and Oman is finished. This link has 
made it possible for shippers to send goods to Qatar via the contianer 
facilities in Dubai and Sharjah. 


. Implications for the United States 
A. BACKGROUND 


The United States has been slow in entering the Qatar market. Other 
countries such as Japan, Great Britain, and West Germany have been more 
aggressive and responsive to local needs. American products and 
machinery are predominant only in the oilfield supply industry. 


Local merchants are impressed with the quality and price of U.S. goods. 
However, American goods face stiff competition especially since local 
businessmen are reluctant to change their traditional suppliers. Quality 
service and aggressive marketing can increase the U.S. share of total 
imports. Qatar imported almost $140 million of U.S. goods in 1979. 

This accounted for only 10 percent of the total market. Barring further 
unfortunate political developments in the Middle East, total 1980 U.S. 
exports to Qatar should increase to at least $150 million. 





B. MAJOR PROJECTS 


Both the government and private sectors are favorably disposed toward 
American firms. American products and services enjoy a reputation for 
quality and reliability, and there is substantial local interest in 
expanding trade relations with the United States. However, the 

government is very conscious of price in evaluating bids, and American 
offers have been considerably higher than those of European or. Asian 
competitors. These higher estimates are often the result of unfamiliarity 
with local costs and conditions. Also, several recent bids by American 
companies have been rejected because of the addition of escalation 

clauses which are unacceptable to the Government of Qatar. Thus, while 
there are a number of major opportunities for American firms in Qatar, 
successful competition requires acceptance of the local ground rules and 
a thorough knowledge of the area which can be gained only through repeated 
visits. 


U.S. firms are becoming increasingly active in Qatar. Although American 
companies have not been successful in large construction activities, 
they have done valuable work as consultants and planners. A number of 
U.S. firms work directly for the Amir's office in these areas. Future 
possibilities include work on gas processing plants, electrical genera- 
tion and water desalination plants, and various projects relating to the 
Northwest Dome gas field. It is extremely important to remember that 
local officials and businessmen prefer doing business on a personnel 
level. No firm can participate in any local project without a substantial 
investment of time and energy incountry. Periodic visits are necessary 
to maintain local officials' awareness of a commitment to a project. 


C. INVESTMENT 


The Government of Qatar actively encourages foreign investment, especially 
for industrial projects. There is a legal requirement that all local 
companies have 51 percent Qatari ownership, although exemptions can be 
obtained by special decree. Equipment and material imported for use in 
new industries are exempted from duties, and industrial ventures in 
Qatar entitled to a five year tax holiday that can be renewed. There 
are no personal income or municipal taxes. The Government of Qatar 
may also assist foreign investment in industry through capital partici- 
pation, long-term interest-free loans, or by providing free land. The 
government is especially interested in furthering the development of 
petrochemical, food processing, and plastics industries. Excellent 
opportunities may exist for international firms willing to establish 
operations in Qatar for medium and light export-oriented and 
import-substitution industries. 
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